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OATH OR AFFIRMATION

1, Damon White ' - , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Unjted Brokerage Services, Inc.

, as

of __ December 31 ,20_06 , are true and correct. | further swear {or affirm} that
neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

Signature

Senior Vice President & Principal

Title
/
Noféry Pubiic - - Sl m
. e T v
This report ** contains (check all applicable boxes): Patrice A'. Lewis ‘ e LRRATIAT %
. Notary Pubtic, District of Columbia IS T AR
(a) Facing Page. My Commission Expires 9-14-2010 ESNE Y -
(b) Statement of Financial Condition. -] i =
(c) Statement of Income (Loss). : 2 Yo S s
(d) Statement of Changes in Financial Condition. {;,1‘\ e SXE
(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital. 7-'@,;"-""’{';.3\*;\\\&\
(fy Statement of Changes in Liabilities Subordinated to Claims of Creditors. e e

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i} Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(i) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consclidation.

{I) An Oath or Affirmation.

K
&
Y
&
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(g} Computation of Net Capital.
O
O
O
O
&
O (m) A copy of the SIPC Supplemental Report.

" &l (n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

** For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Charleston, West Virginia 25330

Report of Independent Registered Public Accounting Firm

The Board of Directors
United Brokerage Services, Inc.

We have audited the accompanying statement of financial condition of United : Brokerage
Services, Inc. (the Company), a wholly owned subsidiary of United Bank, Inc., as of
December 31, 2006, and the related statements of income, changes in shareholder’s equ1ty, and
cash flows for the year then ended. These financial statements are the responsibility of the
Company’s management. Our responsibility is to express an opinion on these financial
statements based on our audit. |

We conducted our audit in accordance with the standards of the Public Company Accountmg
Oversight Board {United States). Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material
misstatement. We were not engaged to perform an audit of the Company’s internal control over
financial reporting. Our audit included consideration of internal control over ﬁnanmal reporting
as a basis for designing audit procedures that are appropriate in the circumstances, but not for the -
purpose of expressing an opinion on the effectiveness of the Company’s internal control over
financial reporting. Accordingly, we express no such opinion. An audit also includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial Estatements,
assessing the accounting principles used and significant estimates made by management, and
;evaluating the ‘overall financial statement presentation. We believe that our audit?provides a
reasonable basis for our opinion. ‘

'In our opinion, the financial statements referred to above present fairly, in all material respects,;
the financial position of United Brokerage Services, Inc. at December 31, 2006, and the results:
of its operations and its cash flows for the year then ended, in conformity with U.S. generally
:accepted accounting principles.

Our audit was conducted for the purpose of forming an opinion on the basic ﬁnanciaj statements
.taken as a whole. The supplementary information is presented for purposes of additional analyss,
and 1s not a required part of the basic financial statements but is supplementary mformatlon
required by Rule 17a-5 under the Securities and Exchange Act of 1934. Such mformatlon has
been subjected to the audltmg procedures applied in the audit of the basic ﬁnancnal statements
and, in our opinion, is fairly stated in all material respects in relation to the basnc financial

statements taken as a whole.
St + M LLP

*February 27, 2007

0701-0795882 A Member Practice of Ernst & Young Global |
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United Brokerage Services, Inc.

Statement of Financial Condition

December 31, 2006

Assets

Cash and cash equivalents

Receivable from clearing broker

Securities owned, at market value

Prepaid expenses

‘Allocated pension asset

Fixed assets, at cost (net of accumulated depreciation of $176,871)
‘Other assets

Total assets

‘Liabilities
"Accounts payable and accrued expenses
Deferred tax liability

'Shareholder’s equity
Common stock, $10 par value; 50,000 shares authorized,
" issued and otstanding

. Additional paid-in capital

Retained earnings
Total shareholder’s equity
Total liabilities and sharcholder’s equity

See accompanying notes.

0701-0795882

$ . —
419,755
2,747,061
40,752
. 169,774
' 51,397
99,080
3,527,819

$$

$ . 351,854
. 67,580
419,434

. 500,000
100,338
2,508,047
3,108,385

$ 3527819




. .

United Brokerage Services, Inc.

‘Revenues

'Brokerage commissions
Investment income
Total revenues

'Expenses
Salaries and employee benefits
Data processing
Clearing costs
Professional fees
:Travel
'Publications and subscriptions
‘Occupancy and equipment
Insurance expense
Other
Total expenses
!
Income before income taxes
" Income tax expense
‘Net income

See accompanying notes.

0701-0795882

Statement of Income

Year Ended December 31, 2006

3,337,374
' 108,371

3,445,745

1,837,025
62,401
' 126,454
97,851
| 41,084
. 2,109
L 65,075
L 19,546

238,376

2,489,921

t 955,824
. 303,227

$ . 652,597



United Brokerage Services, Inc.

Statement of Changes in Shareholder’s Equity

Balance at January 1, 2006
Net income
Dividend

Balance at December 31, 2006

See accompanying notes.

07019795882

Additional
Common Paid-in Retained ,
Stock Capital Earnings Total

|
$ 500,000 $ 100338 §$ 2,355450 $ 2,955,788
- - 652,597 | 652,597
- (500,000) (500,000

$ 500,000 $ 100,338 . % 2,508,047 § 3,108,385
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United Brokerage Services, Inc.

Statement of Cash Flows

Year Ended December 31, 2006

Cash flows from operating activities ‘

Net income $ 652,597

Adjustments to reconcile net income to net cash provided by ‘
operating activities:

- Depreciation expense 14,030
Deferred income tax expense . 64,273
i Payments to purchase securities (1,450,092)
Proceeds from the sale of securities 1,262,615
Increase in receivable from clearing broker (139,162)
Increase in prepaid expenses and other assets :(106,820)
Net pension contribution 1 (160,076)
- Increase in accounts payable and accrued expenses v 282,121
‘Net cash provided by operating activities | 419,486
/Cash flows from investing activities |
'Purchase of premises and equipment - (30.,406)
Net cash used in investing activities . (30,406)

Cash flows from financing activities ‘ -
Dividends paid 1 (500,000) -

Net cash used in financing activities F(500,000)

1 . ‘

i Decrease in cash and cash equivalents ! (110,920) -
Cash and cash'equivalents at January I, 2006 < 110,920
Cash and cash-equivalents at December 31, 2006 $ —

See accompanying notes.

0701-0795882 i 5



| United Brokerage Services, Inc.

Notes to Financial Statements

December 31, 2006

1. Nature of Operations
Organization

United Brokerage Services, Inc. (the Company) is a licensed broker/dealer appro:ued by the
Natlonal Association of Security Dealers, Inc. (NASD). The Company is a wholly owned
subsndlary of United Bank, Inc. (United), which is a wholly owned subSIdlarylof United
Bankshares, Inc. (UBSI) and operates principally in the West Virginia, Virginia, and
Washington, D.C. markets. The company offers retail brokerage services relating to securities
and related products on a fully disclosed basis.

The Company clears its security transactions on a fully disclosed basis through Flrst Clearmg,
LLC.

;Capital and Reserve Requirements
{

The Company s subject to the Securities and Exchange Commission Uniform Net Capltal Rule
(Rule 15¢3-1). Such Rule prohibits a broker/dealer from engaging in securities transactlons when
its “aggregate indebtedness” to all other persons exceeds 15 times its “net capltal " as those
iterms are defi ned, subject to a $250,000 minimum net capltal requirement. ‘At December 31,

l2006 the Company had net capital of $2,279,794, which is $2,029,794 in excess ofits requu‘ed:
'net capital of $250,000 at December 31, 2006. The Company is exempt from Rule 15¢3-3 of the
Secuntles and Exchange Act of 1934 under Section (k)(2)(ii) of that Rule as all transactlons are
cleared through another broker/dealer on a fully disclosed basis.

1

12, Significant Accounting Policies

|The accounting and reporting policies of the Company conform with accounting principles
generally accepted in the United States (GAAP). A description of the 51gn1ﬁcant accounting

pohc:es is presented below.
l

' The preparatlon of financial statements in conformity with accounting pnnc1ples generally.
accepted in the United States requires management to make estimates and assumptlons that:
affect the amounts reported in the financial statements and accompanying notes. Management
'believes that the estimates utilized .in preparing its financial statements are reasonable and
prudent. Actual amounts could differ from those estimates.

+ Substantially all of the Company’s financial assets and liabilities are carried at market value or at
- amounts that, because of their short-term nature, approximate fair value.

0701-0795882 6



United Brokerage Services, Inc.

Notes to Financial Statements (continued)

2. Significant Accounting Policies (continued)
Cash and Cash Equivalents

' I
Cash consists of a checking account maintained at United and cash on deposit with the clearing
broker.

Securities Owned :

|
Securities transactions are recorded on a trade date basis. Securities owned are stated at fair
value with chan’ges in the fair value recorded in the statement of income. Fair value is based on -
listed market prices. Securities consist primarily of units of ownership in a money market fund
managed by Evergreen and a restricted interest-bearing account held at United. The’balance of -
the restricted interest-bearing account as of December 31, 2006, was $20,703.

Fixed Assets

Fixed assets include equipment, which is depreciated using the straight-line method over the
useful lives of the assets. Total depreciation expense recorded as of December 31, ‘2006 was
$14,030.

Revenues
Revenues are recorded as the income is earned and the related service is performed.
Advertising Costs

All advertising costs are expensed as incurred.

Income Taxes

1
]
ki

The Company is included in the consolidated federal income tax return filed by its ultimate
parent, UBSIL. Accordmgly, the Company provides for income taxes based on its taxable income
or loss multlplled by UBSI’s approximate effective tax rate and remits to or receives: from UBSI
amounts payable or receivable. The Company’s results: of operations are mcluded in the’
consolidated income tax return of UBSI. The primary comporent of income tax | expense is
current income’ tax due to UBSI. During 2006, the Company paid $318,687 of income taxes to -
jUBSI and had. a receivable from UBSI of $98 143 as of December 31, 2006, related to the
‘overpayment of income taxes. The receivable is included in other assets on the statement of
ﬁnancnal condition. ‘ '

07010795882 l 7



United Brokerage Services, Inc.

Notes to Financial Statements (continued)

2. Significant Accounting Policies (continued)

Employee Benefit Plans

The Company participates in UBSD’s defined benefit retirement plan as well as a deferred
compensatlon plan under Section 401(k) of the Internal Revenue Code. UBSI’s fundmg policy 1s
to contribute annually the maximum amount that can be deducted for federal mcome tax -
purposes. The Company’s portion of the 2006 contribution was $168,296. Pension and 401(k)
expenses for 2006 were $8,220 and $22,323 respectively. These expenses are mcluded in the
salaries and employee benefits total in the statement of income. Effective December 31, 2006,
UBSI adopted Fmanmal Accounting Standards Board (FASB) No. 158, Emplovers’ Accountmg
for Defined Benef it Pension and Other Postretirement Plans, an amendment of FASB!Statements -
No. 87, 88, 106 and 132(R), which required the recognition in the statement of ﬁnanc1al position
of a liability, for plans which are underfunded, or an asset, for funds which are overﬁmded Prior
to the adoption of FASB 158, the Company recorded its allocated portion of the Umted defined
benefit retirement plan as a prepaid pension asset. Upon the adoption of FASB 158, the.
Company adjusted the allocated portion of the prepaid pension asset to properly reflect its -
allocated portion of the funded status of United’s defined benefit retirement plan, which resulted
m an overfunded allocated pension asset of $169,774 as of December 31, 2006. The Company
also recorded a defined tax liability of $67,580 as of December 31, 2006, assoc1ated with the .
-allocated pension asset.

|
3. Related Party Transactions

:United provides certain management services to the Company, including accounting and
‘administrative |functions. In addition, United is providing rental space to the Company for a
‘nominal annual cost of $1. For the year ended December 31, 2006, the Company pald $75,000 to
‘United, which is included in other expenses on the statement of income.

-4, Contingencies

, !
' The Company applies the provisions of the FASB Interpretation No. 45, Guarantor’s Accountmg

.and Disclosure Requirements for Guarantees, Including Indirect Guarantees of Ina’ebtedness of

Others, which provides accounting and disclosure requirements for certain guarantees The

.Company hasiagreed to indemnify the clearing broker for losses that it may sustam from

customer accounts introduced by the Company. As of December 31, 2006, there were no

_amounts to be indemnified related to such agreement.

. 0701-0795882 8
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United Brokerage Services, Inc.

Computation of Net Capital Under Rule 15¢3-1

December 31, 2006

Shareholder’s equity $ 3,108,385
Deductions and/or charges
Nonallowable assets:

Fixed assets 51,397
. Prepaid expenses 40,752

Restricted interest-bearing account 120,703
. Nonallowable receivables 392,358
~ Allocated pension asset 169,774

Qther assets 1 99,080
Total deductions and/or charges 774,064
Net capital before haircuts on securities positions 2,‘3334,321
‘Haircut on securities '+ 54,527
Net capital $  21279,794
' E
'Aggregate indebtedness
Total liabilities $ - 67,580
‘Net capital requirement $ 250,000

i
|

Excess net capital $  2.029,794

There were no material differences between the audited computation of Net Capital included
in this report and the corresponding schedule included in the Company's unaudited

December 31, 2006, Part I[IA FOCUS filing.

0701-0795882



United Brokerage Services, Inc.

Statement Regarding Rule 15¢3-3

* December 31, 2006

!
The Company is exempt from Rule 15¢3-3 of the Securities and Exchange Commission under
Section (k)(2)(i1) of that Rule. '

. 0701-0795882 ‘ 10
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Supplementary Report of Independent Registered Public Accounting
Firm on Internal Control Required by SEC Rule 17a-5 |

i The Board of Directors
United Brokerage Services, Inc.

' ln planning and performing our audit of the financial statements of United Brokerage Services,
Inc. (the Company), as of and for the year ended December 31, 2006, in accordance with
audltmg standa'rds generally accepted in the United States, we considered its internal control

the purpose of expressing our opinion on the financial statements, but not for the | ;purpose of
.. expressing an opimon on the effectiveness of the Company’s internal control. Accordlngly, we
| do not express an opinion on the effectiveness of the Company’s internal control ! '

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission’ (SEC) we
! have made a study of the practices and procedures followed by the Company, including
cconsideration of control activities for safeguarding securities. The study included tests of such
jpractices and procedures that we considered relevant to the objectives stated in Rule'17a-5(g) in
'making the periodic computations of aggregate indebtedness and net capital under
‘Rule 17a-3(a)(11) and for determining compliance with the exemptive prov1s10ns of
‘Rule 15¢3-3. Because the Company does not carry securities accounts for customers or perform
custodial functions relating to customer securities, we did not review the practlces and
.procedures followed by the Company in any of the following:

I. Making quarterly securities examinations, counts, verifications, and comparisons and
recordation of differences required by Rule 17a-13.

2. Complying with the requirements for prompt payment for securities under Sectlon 8 of
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve System.

. The management of the Company is responsible for establishing and maintaining mtemal control.

‘and the practices and procedures referred to in the preceding paragraph. In fulﬁllmg this

‘responsibility,, estimates and judgments by management are required to assess the expected

. 'benefits and related costs of controls and of the practices and procedures referred to in the

preceding paragraph and to assess whether those practices and procedures can be expected to

achieve the SEC’s above-mentioned objectives. Two of the objectives of internal contro! and the

' practices and procedures are to provide management with reasenable but not absolute assurance

'that assets for which the Company has responsibility are safeguarded agamst loss from

unauthorized use or disposition, and that transactions are executed in accordance with

: management s authorization and recorded properly to permit the preparation of financial

| . statements in conformity with generally accepted accounting principles. Rule 17a- 5(g) lists
. additional objectives of the practices and procedures listed in the preceding paragrapll.

*

1 07010795882 A Member Practice of Ernst & Young Global ! 11
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i’l ERNST& YOUNG & Ernst & Young LLP

Because of inherent limitations in internal control and the practices and procedures refen'ed to
above, errors or fraud may occur and not be detected. Also, projection of any evaluatlon of them
to future periods is subject to the risk that they may become inadequate because of changes in
conditions or that the effectiveness of their design and operation may deteriorate.

A control deﬁciency exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination
of control deficiencies, that adversely affects the entity’s ability to initiate, authorize, record,
process, or report financial data reliably in accordance with generally accepted accounting
principles such that there is more than a remote likelihood that a misstatement of the entity’s
financial statements that is more than inconsequential will not be prevented or detected by the
entity’s internal control. A material weakness is a significant deficiency, or combination of
significant deficiencies, that results in more than a remote likelihood that a material misstatement
of the financial statements will not be prevented or detected by the entity’s internal control.

Our consideration of internal control was for the limited purpose described in the first and
second paragraphs and would not necessarily identify all deficiencies in internal control that
might be material weaknesses. We did not identify any deficiencies in internal contro! and -
control activities for safeguarding securities that we consider to be material weaknesses as
defined above.

'

We understand that practices and procedures that accomplish the objectives referre:d to in the
second paragraph of this report are considered by the SEC to be adequate for its purposes in
accordance with the Securities and Exchange Act of 1934 and related regulations, and that
practices and procedures that do not accomplish such objectives in all material respects indicate
‘a material inadequacy for such purposes. Based on this understanding and on our study, we
believe that the Company’s practices and procedures, as described in the second paragraph of
this report, were adequate at December 31, 2006, to meet the SEC’s objectives. :

‘This report is intended solely for the information and use of the Board of Directors, management,
the SEC, and other regulatory agencies that rely on Rule 17a-5(g) under the Securities and
Exchange Act of 1934 in their regulation of registered brokers and dealers and is notiintended to

be and should not be used by anyone other than these specified parties. i

0701-0795842 : 12



